The Employees of Native and Immigrant Self-Employed * Using unique register data for Sweden we can match self-employed persons to their employees. We analyze the national composition of the employees and ask if self-employed immigrants mainly employ workers from their home region and if self-employed natives mainly employ native workers. We find that both natives and immigrants are more likely to employ co-nationals than to employ workers with a different national background. We also analyze which factors influence the propensity to hire co-nationals. For immigrants we find that living in a municipality with a high share of co-nationals decreases the probability of employing natives, while the probability that natives employ immigrants increases with the immigrant share in the municipality. We find that the probability for immigrants to hire native workers increases with time spent in Sweden. This result points to that the proximity to people from the same region and possibly also one's network plays an important role for the employment decisions for both self-employed natives and immigrants.
Introduction
Many believe that employers mainly hire people who are similar to themselves. There is however limited empirical evidence of this since it is often difficult to get data on the recruitment process within firms. One way in which we can investigate this is to analyze the employees of the self-employed. In most cases the self-employed are owners of fairly small firms and we can therefore assume that the self-employed individual himself or herself who decides who to hire. We use unique Swedish data for 1998 in which all individuals in Sweden are included. We have identified the self-employed individuals in the data and have information on a large set of individual characteristics of the self-employed. Using the identification number of the firm, we can match the self-employed person to his or her
employees.
It is interesting to analyze the composition of workers in a firm and how their characteristics are related to those of the self-employed person, in several dimensions: gender, age, education, and country of origin. In this paper we will focus on the composition of workers by country of origin. This is a particularly interesting issue since a high share of employed non-Western immigrants work as self-employed. The recruitment pattern of native employers, i.e. in this case self-employed natives, is discussed in the context of labour market discrimination (see for example Carlsson and Rooth, 2007) . A third reason for why this is an interesting topic is that there is a discussion about to what extent self-employment among immigrants can reduce unemployment in this group. This can happen in two ways (i) unemployed immigrants choose to become self-employed and (ii) they employ co-nationals who otherwise would have been unemployed.
The purpose of this paper is to analyze the composition of the employees of the selfemployed in terms of national background, and to discuss possible explanations for the pattern we find.
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There are several reasons as to why the self-employed would be more likely to employ people from the same region or country as themselves than to employ people with a different national background. One reason is that the self-employed will recruit from their networks and that their networks more likely consist of people similar to themselves. It does not have to be a question of preferences for employing a special group of employees, but of that information on potential employees is restricted by the network or the neighborhood one lives in. A second reason is that the self-employed have preferences for employing people with the same background and for that reason mainly hire people who are similar to themselves. A third reason is that the supply of potential workers is different for self-employed immigrants than for self-employed natives. Native workers may have preferences against working at workplaces run by a self-employed immigrant and hence only search for jobs at native firms and immigrant workers may have preferences against working at workplaces run by native self-employed. So even if the self-employed want to employ workers who have another national background than their own, there could be a shortage in the supply of such workers.
A fourth reason is that some of the firms produce ethnic goods and services that people from the same country or region are more adept in such production.
We find that all groups of self-employed employ co-nationals to a much higher extent than they employ people from other regions. This is true both for self-employed natives and immigrants. The purpose of the paper is not to discriminate between the different reasons for employing mainly co-nationals but in a regression analysis we investigate which factors influence the probability of only employing co-nationals.
In a second set of regressions we estimate the probability of natives to employ at least one immigrant worker and the probability of immigrants to employ at least one native worker.
Especially the analysis of immigrant firms who employ natives will reveal the characteristics 4 of the self-employed immigrants who are integrated in the Swedish labour market to some extent.
For immigrants we find that living in a municipality with a high share of co-nationals decreases the probability of employing natives, while the probability that natives employ immigrants increases with the immigrant share in the municipality. We find that the probability for immigrants to hire native workers increases with time spent in Sweden. This result points to that the proximity to people from the same region and possibly also one's network play an important role for the employment decisions for both self-employed natives and immigrants.
This study contributes to our knowledge of the composition of the employees of the selfemployed and may enhance our understanding of the willingness of employers in relatively small firms to hire people who are different from themselves in terms of country of origin.
This methodology can also be extended to study for example age, gender and educational similarities between the self-employed and their employees. Here, we focus on immigrant background.
The paper is organized as follows. In section two, earlier literature is reviewed and in section three the data is described and some descriptive statistics presented. In section four the regressions results are presented. Section five summarizes and concludes the paper. Åslund and Nordström Skans (2005) study ethnic workplace segregation in Sweden where segregation is measured as exposure to colleagues at the workplace belonging to the same ethnic group. They find that there is substantial ethnic labour market segregation in Sweden.
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Earlier Literature
Labour market segregation in Sweden among immigrants and natives
In particular immigrants are overexposed to others originating from the same region, but they are also overexposed to immigrants from other regions.
le Grand and Szulkin (2002) discuss occupational segregation between natives and immigrants in Sweden as one explanation for the native-immigrant income gap. They show that there exists occupational segregation, mainly between natives and non-Western immigrants, but that occupational segregation only explains part of the wage gap.
Earlier studies have found a high degree of ethnical segregation in the labour market.
Immigrants tend to be employees at workplaces where a high share of co-ethnics works. In particular non-Western immigrants have the same occupations as many co-ethnics. The present paper adds another dimension to the analysis of labour market segregation in Sweden:
To what extent do self-employed natives employ other natives, and to what extent do selfemployed immigrants employ other immigrants, in particular immigrants from the same region or country as themselves? Based on the previous results, we expect to find a high degree of segregation also at workplaces run by the self-employed.
Recruitment and labour market segregation
One explanation for why there is labour market segregation is that employers recruit workers through their networks and that these networks consist of people similar to themselves. For Sweden, Ekström (2001) finds that the most common way of recruiting new employees is via informal channels such as personal contacts and networks. She also finds that it is more 6 common in small workplaces (1-9 employees) to use informal channels. Hence it seems likely that the self-employed who have few employees use their personal contacts to a high extent when recruiting workers.
Workers searching for a job also use their network. Mixed results have been found regarding the use of informal methods such as personal contacts and networks among natives and immigrants. Olli Segendorf (2005) finds that non-European immigrants, who went from unemployment to employment, were more likely to have received their job via informal contacts than were natives. Behtoui (2006a and 2006b ) gets the opposite results. He finds that among those who did get a job, immigrants were less likely to have received it through personal contacts and networks than were natives.
A second explanation for segregated work places is that employers have preferences for employing people who are similar to themselves. This is what we call favouritism or nepotism (employing relatives) and is one form of discrimination. Carlsson and Rooth (2007) use correspondence testing to investigate the degree of discrimination in the recruitment process on the Swedish labour market. They find that male applicants with Middle Eastern sounding names are less likely to be called to an interview than similar male applicants with Swedish sounding names. Some of the employers to whom applications were sent were also interviewed and it is found that firms where a man is responsible for the recruitment are less likely to invite immigrant applicant to interviews. A surprising result is that firms located in municipalities with an immigrant share less than the average in Sweden are more likely to invite immigrant applicants than firms located in municipalities with an above average share of immigrants.
A third explanation is that immigrants have a comparative advantage in working in firms that supply ethnic goods and services. These workplaces are mostly found in retailing and restaurants. Åslund and Nordström Skans (2005) label this as sorting by skills. For the self-employed person who wants to recruit new workers this could also be a factor. If you own a firm that is specialized in selling ethnic goods, then you might believe that the productivity is higher for a potential employee from the same country or region than for a potential employee born in Sweden.
The recruitment of minorities
In many cases immigrants form ethnic minorities. However, not all immigrants form ethnic minorities, nor are all ethnic minorities immigrants. There are important differences in some respects between the situation of immigrants and that of ethnic minorities. It is self-evident that those coming from neighbouring countries like Denmark and Norway and other Western countries do not form ethnic minorities in Sweden. In a sense they are invisible immigrants and their integration or assimilation process is also not the same as for other immigrants. Most US studies have been on the situation of the black minority. One result from these studies is that black job applicants are hired to a higher extent by establishments with black hiring agents than of those with white hiring agents. Two factors contribute to the explanation of that difference. Black hiring agents receive more applications from blacks and they hire a greater proportion of the blacks who apply. See Stoll, Raphael and Holzer (2004) and also Holzer and Reaser (2000) . It underlines that it is important to know who is hiring, and in the 8 case of self-employed people with a few employees, also the characteristics of the selfemployed.
Another part of the literature looks at the organizational practices at hiring. The results indicate that those practices are more important when the race of the applicant and the hiring agent does not match. See Kmec (2006) . Informal processes make it more difficult to get a job if the race of the applicant and the hiring agent does not match. The organizational practices differ between large and small companies which may indicate that minority applicants may have more problems in getting a job in smaller companies than in larger ones when the hiring agent belongs to the majority. Some studies also show this to be the case -that minority employees have difficulties in getting jobs in non minority-owned small businesses. See Bates Most firms have none or only a few immigrants. The immigrants are instead concentrated in a few firms. These firms may be owned by immigrants but the data do not contain information on the owners' background. Jacobs and Cornwell (2007) discuss how the character of the job may influence the recruitment pattern and by that the importance of networks and of discrimination. In some positions it is especially important to avoid negative performance ("goal destructive performance"). A negative performance may endanger the firm's profits and prospects.
Knowledge of the person is very important and close networks are often preferred for recruitment. In other positions the result is not very sensitive to individual characteristics ("largely irrelevant positions"). Many people are about equally productive at the job. To follow discriminatory preferences are inexpensive in such cases. In a third type of positions ("goal enhancing positions") an excellent employee can make a big difference. In such cases it is very important to get an excellent candidate and discriminatory hiring and the use of close networks are avoided. An implication of this classification theory is that co-ethnic employment will vary according to industry and occupation.
Data and descriptive statistics
Data
The population we study consists of self-employed individuals and their employees. We use cross-sectional data for 1998 and have individual data for both the self-employed and their employees. We also have some information about the firms. Each workplace has a unique identification number that is assigned both to the self-employed which we view as the employer, and the employees. This sample has been derived from a larger dataset consisting of the entire Swedish population of working age which consists of register data administrated by Statistics Sweden.
In the employment register at Statistics Sweden, which is an annual register, an individual is defined as employed at a certain workplace if he or she has received an income corresponding to at least one hour of work per week in November. This definition has limitations. First, we cannot identify employees who have been employed during other parts of the year but not in November. Second, we do not know if the self-employed have workers employed who they do not pay income tax for (for example foreign workers without a work permit).
We have detailed information on birth region, both for the self-employed and their employees, which allows us to divide the sample into 15 groups according to region or country of origin. In part of the analysis we present the results for three groups only, natives, Western immigrants and non-Western immigrants, to avoid too long tables. Table A1 shows the definitions used regarding birth region. Table A2 .
To define the different groups of immigrants we use information on both the birth region of the individual and the birth region of the parents. All individuals who were born in another country than Sweden are defined as immigrants from this region. Individuals who were born in Sweden but whose parents, one or both, were born in another country than Sweden are not defined as native Swedes. Instead, we use the birth region of the mother to categorize these individuals. If information on the birth region of the mother is missing, the birth region of the father is used. Individuals who are born in Sweden but for whom information is missing on the birth region for both parents are dropped. This group consist of 4 464 individuals; 2 804 are self-employed and 1 660 are employees.
In this paper we want to investigate if the self-employed tend to employ people with the same national background as themselves. If an individual was born in Sweden but whose mother (or parents) are immigrants, they will share the national background with their parents.
If these individuals are defined as native Swedes and are employed by their self-employed family members, we will underestimate the extent to which the self-employed employ people who share their national background. Instead, it will appear as that they employ native coworkers to a much higher extent. The reason for categorizing second-generation immigrants according to the birth region of the mother is that earlier studies have shown that the birth region of the mother has a larger impact on labour market outcomes for second-generation immigrants than the birth region of the father has. Rooth (2001) , finds for example that if the mother was born in Sweden, compared to if both parents are immigrants, the probability of being unemployed is 11 percentage points lower and if the father was born in Sweden, the probability is 8 percentage points lower.
Dependent variables
In the regressions we use four dependent variables, all aiming at measuring the degree of segregation at the workplaces run by the self-employed. They are all binary variables. We estimate the probability that: (1) all employed in a firm originate from the same country or region as the self-employed, (2) at least one of the employees is a Western immigrant (this is only estimated for natives), (3) at least one of the employees is a non-Western immigrant (this is only estimated for natives), and (4) at least one of the employees is native (this is estimated for Western and non-Western immigrants). These regressions focus on the impact of different individual and firm characteristics. As it is likely that the regressors affect natives and immigrants in different ways, we estimate separate regressions for natives, Western immigrants, and non-Western immigrants.
The first outcome is a measure of the degree of segregation among the self-employed.
The second and third outcomes are only analyzed for natives. These regressions will tell us who among self-employed natives will most likely employ immigrant workers.
The fourth outcome, the probability that at least one of the employees is a native, is interesting for two reasons. First, it can be an indication of which self-employed immigrants are more likely to recruit people from outside their network, assuming that the network primarily consists of people sharing similar characteristics. Second, it can be seen as a measure of how integrated the self-employed are on the labour and product markets. This interpretation has some problems, however. It is often believed that small firms run by the self-employed to a high extent hire family members and relatives. In our data we are not able to identify family member, hence we do not know if the employees are close family or relatives. If the self-employed is an immigrant and married to someone who was born in Sweden and the spouse is employed in the firm, this does not have to mean that the selfemployed has recruited employees outside his or her network. It is therefore important to take into account the composition of the self-employed if more than one person owns the business.
In Table A3 the percentages of the sample with a positive outcome on the dependent variables are presented. In the first column, we see the share that only employ co-ethnics.
Self-employed who were born in Sweden and whose parents were also born in Sweden (native Swedes) are those who are most likely to only employ workers from their own group.
If a regression is run with controls for individual and firm characteristics (birth region, age, gender, education, marital status, place of residence, number of self-employed, number of employees, industry, and start-up year of the firm) the result is the same. That natives are those who are most likely to only employ people from the same country is not a surprise since natives constitute the majority of the population. The share who are natives of those employed by native self-employed is however much higher than could be expected from the native share of the whole population and of all employees. Non-Western immigrants who are self-employed employ workers from the country and the region from which they themselves originate to a high extent. It is notable that as much as 41 per cent of the self-employed from Turkey only employ workers who were also born in Turkey.
Among Western immigrants, on average 83 per cent employ at least one native worker.
Among non-Western immigrants, the share that employs natives is smaller on average, especially among immigrants from Iraq. Almost 48 per cent of the self-employed from Eastern Europe and the former Soviet Union employ at least one native worker. Around 17 per cent of the workplaces run by one native self-employed employ at least one Western immigrant and only 8 per cent employ at least one non-Western immigrant. However, looking at the workplaces run by two self-employed natives and workplaces run by more than two self-employed natives, we find that the share who employs at least one non-Western immigrant is higher, 10 and 15 per cent respectively.
The common perception about self-employed immigrants is that they mainly have restaurants and they only employ co-nationals. In table A4 we present the share who only employ co-nationals divided by four selected industries: manufacturing, construction, retailing and hotels and restaurants. Among non-Western immigrants, 42 per cent of the self-employed in hotels and restaurants only employ co-nationals but the share is even higher among native Swedes, 57 per cent. In construction the share among natives who only employ co-ethnics is higher, 75 per cent, compared to that only 11 per cent of self-employed non-Western immigrants in this industry only employ co-nationals. It is evident that the extent to which the self-employed only employ co-nationals varies between industries. However, a non-negligible share of non-Western restaurant owners, 58 per cent, employs at least one worker who is not a co-national. Table A5 presents sample means Table 1 presents the share of employees originating from different regions and countries by national background of the self-employed. In the first and second column in the first part of Table 1 we present the immigrant share of the whole Swedish population between 16 and 64 years of age, independent of labour market status, and the immigrant share of all employees, self-employed excluded. By comparing these columns to the other columns, we get an idea whether some groups of self-employed tend to over or under employ some group. For native self-employed (column 3) 89 per cent of the employees are also native Swedes. In the whole Swedish population, this share is 81 per cent and among all employees, 85 per cent are natives. Hence, self-employed natives tend to employ natives to a higher extent than what represents their share of the population or of all employees. This pattern is in no way unique for self-employed natives: all groups of self-employed tend to employ people from their own group to a higher extent than what corresponds to their share of the population or of all employees. The overall conclusion from this table is that we very clearly can see that selfemployed immigrants tend to employ people originating from the same country or region. This is primarily the case for non-Western immigrants. Self-employed non-Western immigrants do not employ natives to a high extent. The lowest share of natives among the employees is found for self-employed born in Iraq. This group, however, consists of only 70 self-employed. Also among the self-employed born in Turkey the native share of the employees is low.
Sample means
Segregation among the self-employed
All groups of self-employed, independent of region of origin, employ people from their own groups to a higher extent than could be explained by the size of the groups. We proposed four possible explanations which can both be of importance for the choice of natives to employ native workers and for immigrants to employ other immigrants. First, if the selfemployed mainly recruit workers in their family and among friends and neighbours and the network mainly consists of people similar to oneself, this can be an explanation. A second possible explanation is that natives and immigrants have preferences for employing people similar to them in terms of origin (favouritism). The third explanation, which mainly applies to the immigrant businesses, is that few native workers want to work in firms run by immigrants. Even if the immigrant entrepreneur would have wanted to hire natives, he cannot find natives who will accept his job offer. A fourth explanation is that the immigrants are more productive in producing ethnic goods and services (and that natives are more productive in producing goods and services typical for Sweden).
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Results
In Table 2 we present the results on the probability of only employing workers from the same region or country. We say that the self-employed who only employ co-nationals run a totally segregated firm. Although the regressions are estimated separately for three groups; natives, Western immigrants and non-Western immigrants, the dependent variable is constructed on a finer level. For all 15 defined national groups, the dependent variable is one if all people working at the workplace originate from the same region or country. For immigrants from Turkey, the dependent variable takes the value one if all people at the workplace are from Turkey but zero if for example one of the employees was born in Iran, another non-Western country etc. In the regressions for Western and non-Western immigrants we control for region of origin on the finer level.
In the regression we pay particular attention to variables that can help us to say something about the reasons for only employing co-nationals. Variables we are especially interested in are the share of immigrants in the municipality, place of residence, number of years in Sweden for immigrants and industry. The relation between the share of immigrants in the municipality and the probability of running a totally segregated firm can reveal the importance of living close to other immigrants from the same region. Number of years in Sweden can be used as a proxy for the degree of integration or assimilation. The more years immigrants have lived in Sweden, the more likely they will have natives in their networks. If we find that the probability of only employing workers from the same region decreases with time spent in Sweden, this gives us an indication of the importance of networks. Another explanation may be, however, that preferences change over time.
Self-employed in industries that require highly qualified workers, health care is probably the best example, cannot recruit workers from their network as easily as self-employed in low-skill industries. If networks are an important explanation, we would expect that industries requiring more qualified labour more often employ people from outside their own group.
Looking at the results, we find that most variables have the expected sign. Self-employed natives who live in municipalities with a high share of immigrants, both Western and nonWestern, are significantly less likely to run a totally segregated firm compared to selfemployed natives living in municipalities with a low share of immigrants. The reverse holds for both groups of immigrants; the higher the share of immigrants in the municipality, the more likely the self-employed are to only employ workers from the same region as themselves. The marginal effect is strongest for non-Western immigrants living in a municipality where the share of non-Western immigrants is higher than 12 per cent. Their probability of running a segregated firm is 15 percentage points higher than for non-Western immigrants living in municipalities where less than 5 per cent of the population between 16 and 64 years of age are non-Western immigrants. This marginal effect should not be given a causal interpretation. It is possible that self-employed immigrants who have a preference for employing workers from the same region or country are those who choose to live in municipalities with a high share of co-nationals.
Dummy variables for living in a metropolitan area are also included. This is likely to be correlated with the share of immigrants in the municipality since in Sweden the municipalities with the highest share of immigrants are located in the metropolitan areas. But there is also variation between the municipalities in for example Stockholm so there will not be perfect collinearity between them. It is interesting to note that it is self-employed natives who live outside the metropolitan areas who are most likely to only employ native workers, but for immigrants, it is the self-employed in Stockholm area that are most likely to only employ conationals. One explanation may be that it is easier to find employees from the same country as one's own in the Stockholm area.
The length of stay in Sweden is negatively correlated with the probability of only employing co-nationals. We have investigated if the relationship is linear or if a second degree polynomial is needed to fit the model. It turns out that there is a linear negative relationship; the more years self-employed immigrants have spent in Sweden, the less likely they are to only employ people from the same region or country as themselves.
We include controls for birth region/country for immigrants. In the regression for nonWestern immigrants "Asia" is used as the reference group and we see that all other immigrant groups are less likely than the reference group to only employ co-nationals.
Native self-employed in "hotels and restaurants" and in "education" are less likely than self-employed within manufacturing, the reference group, to only employ natives. Selfemployed non-Western immigrants within "health care" and "other public services" which includes for example hairdressers, are significantly less likely to only employ co-nationals, compared to self-employed within manufacturing.
Some variables affect natives and immigrants in the same way. The probability decreases with number of employees which seems reasonable since the more people you want to employ, the higher is the probability that you cannot find a worker within your own family or your own network. The probability also decreases with the number of self-employed. Start-up year has no effect for immigrants, probably because it is correlated with number of years in Sweden. For natives, the results suggest that it is the oldest firms, firms started in 1985 or earlier, that are most likely to be totally segregated. Age does not seem to be of great importance and self-employed with low education are more likely to only employ people with the same national background as themselves than those with higher education.
[TABLE 2 ABOUT HERE]
Another way of analyzing the employees of the self-employed is to estimate the probability of employing at least one worker with a different national background than oneself. For natives we estimate the probability of employing at least one Western immigrant and the probability of employing at least one non-Western immigrant. For immigrants we estimate the probability of employing at least one native worker. The analysis of the factors affecting these probabilities can tell us who among the different groups of self-employed are most open to employing people with a different national background. Also here we will pay particular attention to the immigrants' share of the population between 16 and 64 years of age in the municipality, place of residence, number of years in Sweden for immigrants and industry.
In Table 3 we find that self-employed natives who live in municipalities with a high share of immigrants and those who live in metropolitan areas are most likely to employ both at least one Western and at least one non-Western immigrant. This result is not very surprising. Most immigrants live in these parts of Sweden and the probability for a selfemployed native to encounter an immigrant worker when recruiting new personnel is therefore highest there. The probability of employing at least one Western immigrant is highest for selfemployed natives within the manufacturing industry (the reference group). During the 1960s and 1970s many immigrants came to Sweden from Finland. The majority was employed in the manufacturing industry and it is possible that this is part of the explanation. The probability of employing at least one non-Western immigrant is highest in "hotels and restaurants". It is 3 percentage points higher than in manufacturing. The probability of hiring non-Western immigrants is lowest in construction. The reason is most likely that the entrance to the building trades is highly regulated.
[TABLE 3 ABOUT HERE]
In Table 4 , the results on the factors affecting self-employed immigrants of employing at least one native worker are presented. The results are inversely related to the results presented 20 in Table 2 . Therefore we only present the results for some selected covariates. Factors that have a positive impact on the probability of only employing co-ethnics have a negative impact on the probability of employing at least one native worker. The share of immigrants in the municipality has a large negative impact on the probability of employing natives and the probability is lower if the self-employed lives in a metropolitan area compared to living in other parts of Sweden. Number of years in Sweden has a positive impact on the outcome; the probability of employing at least one native increases with 1.3 percentage points for every year that one has lived in Sweden for non-Western immigrants and with 0.3 percentage units for Western immigrants. The results regarding industry are very strong and we find that the probability for self-employed non-Western immigrants to hire natives is 19 percentage points higher in health care than in manufacturing. Since we include country dummies for nonWestern immigrants we can see which group is most likely to employ natives. The reference group is as before immigrants from Asia. Immigrants from the new EU countries (Cyprus, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Slovakia and Slovenia) are those who are most likely to employ at least one native.
1 Self-employed from Asia and from Iraq have a low probability of hiring natives.
Concluding Remarks
In this paper we have shown that the firms of the self-employed are highly segregated workplaces where a majority of the employees originate from the same region or country as the self-employed does. Since we assume that the self-employed person is the one who in fact recruits people to the firm, this can be interpreted as that these employers hire workers similar to themselves.
We discussed four different explanations for this pattern. The first one is that the selfemployed recruit people from their network and the network mainly consists of people similar to them. The idea that networks play a large role is related to that the share of people in the neighbourhood who originate from the same region or country affects the composition of the network. The second explanation is that the self-employed have preferences against employing people different from themselves. The third explanation is that the supply of native workers for self-employed immigrants is lower than the supply for natives, and vice versa for immigrant workers. The fourth explanation is that immigrants have a comparative advantage in the production of ethnic goods and services.
We cannot discriminate between these hypotheses. Our results on the impact of the share of immigrants in the municipality shows that self-employed natives who live in immigrant dense municipalities are more likely to employ immigrants compared to colleagues living in municipalities with low shares of immigrants. This result could be interpreted in favour of the network hypothesis. However, the type of municipality a person lives in can be correlated with preferences for employing immigrants. It is possible that self-employed natives who live in municipalities with few immigrants are more negatively disposed towards employing immigrants. Hence, we cannot rule out the possibility that this result is an indication that preferences are part of the explanation. The supply of workers will also differ between municipalities with a high and a low share of immigrants respectively, so an explanation on the supply side is also possible.
The positive association between number of years in Sweden and the probability for immigrants to employ at least one native worker can also be related to the explanations. It was argued that the network of immigrants is more likely to include natives, the more years you have lived in Sweden so this is consistent with the network hypothesis. But preferences among self-employed immigrants for employing native workers can also be important, under 22 the assumption that preferences change over years spent in Sweden. Newly arrived immigrants perhaps have stronger preferences against hiring native workers since they do not know the language, are not familiar with the culture and so forth. Also, the supply of native workers can vary with years spent in Sweden for immigrants if the native worker is informed of the number of years the self-employed immigrant has lived in Sweden.
As has become clear, self-employed immigrants tend to employ people from their own 
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Tables Notes: Robust standard errors in parentheses. * significant at 10%; ** significant at 5%; *** significant at 1% a An observation is classified as positive if the predicted probability is larger than or equal to 0.5. An observation is classified as negative if the predicted probability is less than 0.5. The percentage correctly classified shows the share of the sample that has been classified in the correct group. The regressions also include controls for: number of employees, number of self-employed, start-up year of the firm, age, education, gender, and marital status. Robust standard errors in parentheses. * significant at 10%; ** significant at 5%; *** significant at 1% Notes: The regressions also include controls for: number of employees, number of self-employed, start-up year of the firm, age, education, gender, and marital status. Robust standard errors in parentheses. * significant at 10%; ** significant at 5%; *** significant at 1% 
